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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

----- In the Matter of -----)

PUBLIC UTILITIES COMMISSION Docket No. 2009-0108

Vot omart

Instituting a Proceeding to )
Investigate Proposed Amendments) *
To the Framework for Integrated)
Resource Planning. )
)

Order Initiating Investigation

By this Order, the commission initiates an
investigation to examine HAWAIIAN ELECTRIC COMPANY, INC.
(“HECO") , MAUI ELECTRIC COMPANY, LIMITED (*"MECO") , HAWATIT
ELECTRIC LIGHT COMPANY, INC. (“HELCO”),1 KAUAT ISLAND UTILITY
COOPERATIVE (“KIUC”), and the DIVISION OF CONSUMER ADVOCACY OF
THE DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS'
{*Consumer Advocate”) (collectively, “Parties”) proposed
amendments to the Framework for Integrated Resource Planning, as
set forth in theilr letter dated and filed on April 28, 2009,

attached hereto as Exhibit “A.”

I.
Background
By Decision and Order No. 11523, filed on March 12,
1992, as amended by Decision and Ofder No. 11630, filed on May
22, 1992, in Docket No. 6617, the commission established a

Framework for Integrated Resource Planning (“IRP Framework”), and

'HECO, MECO, and HELCO are collectively referred to as “HECO
Companies.”




required the electric and gas utilities in the State of Hawaiil to
develop integrated resource plans (“IRP”) in accordance with the
IRP Framework. The “goal of integrated resource planning is the
identification of the resources or the mix of resources for
meeting near and long term consumer energy needs in an efficient
and reliable manner at the lowest reasonable cost.”’

By letter dated and filed on April 28, 2009, the HECO
Companies, KIUC and the Consumer Advocate requested that the
commission open an investigatory docket “to review and establish”
a Clean Energy Scenario Planning Framework (“"CESP Framework”)
that “revises the previous IRP Framework and proposes a planning
process to develop generation and transmission resource plan
opticons for multiple 20-year planning scenarios . . . [and] the
develcpment of a b5-year Action Plan based on the range of
resource needs identified through the wvarious scenarios
analyzed.”’ The CESP Framework also includes “the identification
cof Renewable Energy Zones, or geographic areas of the islands of
rich renewable energy resources in which infrastructure
improvements should be focused. The framework also proposes the
CESP to include the identification of any geographic areas of the
distribution system, Locational Value Maps, in which distributed

generation or demand-side management resources are of higher

‘IRP Framework, Section II.A., at 3.
‘Letter dated and filed April 28, 2009, from the HECO

Companies, KIUC and the Consumer Advocate to the commission,
at 3, 5.
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value. " The Proposed CESP Framework was included as
Attachment 1 to the April 28, 2009 letter, and a red-line version
of the IRP Framework that reflects the proposed CESP Framework
was included as Attachment 2.

Given the HECO Companies, KIUC and the
Consumer Advocate’s request, as set forth above, the commission
finds it appropriate to institute a proceeding at this time to
examine their proposal tc amend the IRP Framework, as described

in their April 28, 2009 letter.

IT.
Discussion
A.

Investigative Authority

HRS § 269-7 states, in relevant part:

fa) The public utilities commission and each
commissioner shall have the power to examine
the condition of each public utility, the
manner in which it is operated with
reference to the safety or accommodation of
the public, the safety, working hours, and
wages of its employees, the fares and rates
charged by it, the wvalue of its physical
property, the issuance by it of stocks and
bonds, and the disposition of the proceeds
thereof, the amount and disposition of its
income, and all its financial transactions,
its business relations with other persons,
companies, or corporations, 1its compliance
with all applicable state and federal laws

‘Letter dated and filed April 28, 2009, from the HECO
Companies, KIUC and the Consumer Advocate to the commission,
at 3.
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and with the provisions of its franchise,
charter, and articles of association, if
any, its classifications, rules,
regulations, practices, and service, and all
matters of every nature affecting the
relations and transactions between it and
the public or persons or corporations

{c) Any investigation may be made by the
commission on its own motion, and shall be
made when regquested by the public utility to
be investigated, or by any person upon a
sworn written complaint to the commission,
setting forth any prima facie cause c¢f
complaint. A majority of the commission shall
constitute a quorum.

HRS § 269-7(a}) and (c) {emphasis added). Similarly, in
HRS § 269-6, the commission is vested with “general supervision
over all public utilities.®?®

In addition to the commission’s statutory authority
described above, the commission notes that the Legislature
recently enacted Act 177, Session Laws Hawaii 2007, codified as
HRS § 269-6(b), which authorizes the commission “to consider the.
need for increased renewable energy use 1in exercising its

authority and duties.”

*Commission investigatory authority is also set forth in
HRS § 26%9-15 and HAR § 6-61-71.
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B.

Named Parties

Since they were signatories to the 2aApril 28, 2009
letter, and will be impacted by the outcome of this
investigation, the commission names as parties to this
proceeding: HECO, HELCO, MECO, KIUC and the Consumer Advocate.®
Their involvement and ﬁartfcipation in this proceeding will
assist the commission in developing a sound record for its

investigation.’

C.

Procedural Matters

Any interested individual, entity, agency, or community
or business organization may file a motion to intervene or

participate without intervention in this docket. Motions to
intervene or participate without intervention must comply with
all applicable rules of HAR Chapter 6-61.

If a protective order to govern the treatment of

certain documents i1s desired, the Parties (and intervenors and

‘The Consumer Advocate is statutorily mandated to represent,
protect, and advance the interests of all consumers of utility
service and is an ex_officio party to any proceeding before the
commission. See HRS § 269-51; HAR § 6-61-62; see also IRP
Framework, Section II.E.Z2.

'In addition, the commission will provide a copy of this

Order ¢to The Gas Company LLC (“TGC”), which is bound by
the IRP Framework, and may be Dbound by any revisions to
the IRP Framework. Notably, by ©Order No. 19951, filed on

January 8, 2003, the commission “excused” TGC from developing and
filing an IRP under the IRP Framework until otherwise ordered.

2009-0108 5




participants, if any) shall file & stipulated protective
order for the commission’'s review and approval within
forty-five days of the date of this Order. If the Parties (and
intervenors and participants, if any) are unable to stipulate,
each party or participant shall file proposed protective orders
for the commission’s review and consideration within the
forty-five day filing deadline.

Within sixty days from the date of this Order, the
Parties (and intervenors and participants, if any)} shall file a
stipulated procedural order setting forth the issues, procedures,
and schedule to govern this proceeding. The stipulated
procedural schedule that the Parties submit to the commission
should include panel hearings set for the week of November 30,
2009. If the Parties (and intervenors and participants, if any)
are unable to stipulate, each of them shall file proposed orders

for the commission’'s review and consideration within the same

deadline.

ITT.
Orders
THE COMMISSION ORDERS:
1. An investigative proceeding is initiated to

examine the Parties’ proposed amendments to the IRP Framework, as

set forth in their letter dated and filed on April 28, 2009.

2009-0108 6
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2. HECO, HELCO, MECO, KIUC, and the Consumer Advocate
are parties to this investigative docket.

3. A motion to intervene or participate without
intervention must be filed not later than twenty days from the
date of this Order, pursuant to HAR § 6-61-57{(3)(B). Motions to
intervene or participate without intervention must comply with

HAR Chapter 6-61, Rules of Practice and Procedure Before the

Public Utilities Commission.

4, If a protective order to govern the treatment of
certain documents is desired, the Parties (and intervenors and
participants, 1f any) shall file a stipulated protective
order for the commission’s review and approval within forty-five
days of the date of this Order. If they are unable to stipulate,

s each party., (intervenor or participant, if any) shall file a
proposed protective order for the commission’s review and
consideration within the same deadline.

5. Within sixty days of the date of this Order, the
Parties (and intervenors and participants, if any) shall file a
stipulated procedural order setting forth the issues,
procedures, and schedule to govern this proceeding. The

stipulated procedural schedule that the Parties submit to the
commission should include panel hearings set for the week of

November 30, 2009, If the Parties {(and intervencrs and

participants, 1if any) are unable to stipulate, each of them

2009-0108 7




shall file a proposed order for the commission’s review and
consideration within the same deadline.

DONE at Honolulu, Hawaii MAY 14 2009

PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII

(i

Carlito P. Caliboso, Chairman

By

E. Cole, Commissioner

«@KQ_

Leslle H. Kondo, Commissioner

APPROVED AS TO FORM:

Ji (e 1y

Stacey Kawasaki Dijou
Commission Counsel

2008-0108.cp
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Hawaiian Electric Company, Inc. « PO Box 2750 « Honolulu, HI 96840-0001

April 28, 2009

Kekuanaoa Building
Honolulu, Hawaii 96813

> 3
o = M
x o = ——
The Honorable Chairman and Members of the :7{ < = I
Hawaii Public Utilities Commission £ = Ty
465 South King Street, Room 103 5. U
= I
@

Re:  Hawaii Clean Energy Initiative
Proposed Clean Energy Scenario Planning Framework

On November 6, 2008, the Hawaiian Electric Company, Inc., Hawaii Electric Light
Company, Inc., and Maui Electric Company, Limited (collectively the “Hawaiian Electric
Companies”) and the Division of Consumer Advocacy of the Department of Commerce and
Consumer Affairs (“Consumer Advocate™) requested that the Commission close Docket No.
2007-0084, Docket No. 04-0046, and Docket No. 04-0077}, respectively, and open a new docket
to establish the Clean Energy Scenario Planning (“CESP”) process. The request was made
pursuant to the October 20, 2008 Energy Agreement Among The State of Hawaii, Division of
Consumer Advocacy of the Department of Commerce and Consumer Affairs, And The Hawaiian
Electric Companies® (“Energy Agreement”) arising out of the Hawaii Clean Energy Initiative.

On November 26, 2008, the Commission issued an order closing Docket No. 2007-0084
and Docket No, 04-0046, and on December 8, 2008 issued an order closing Docket No. 04-0077.
In accordance with the Commission’s orders, the Hawaiian Electric Companies suspended all
activities pursuant to the Integrated Resource Planning (“IRP”") Framework and diverted
resources to the development of the CESP Framework.

Development of the Proposed CESP Framework

On October 20, 2008, the Governor of the State of Hawaii, the State Department of
Business Economic Development and Tourism (“DBEDT"), the Consumer Advocate and the
Hawaiian Electric Companies {collectively “HCEI Parties”) entered into a comprehensive

! Docket No. 2007-0084 was the fourth Integrated Resource Plan (“IRP-4"") for Hawaiian Electric Company,
Inc. ("HECO™). Docket No. 04-0046 was the third Integrated Resource Plan (“IRP-3") for Hawaii Electric Light
Company, Inc. (“HELCO”) which was approved by Decision and Order No. 23977 and also commenced HELCO’s
IRP-4 process. Docket No. 04-0077 was the third Integrated Resource Plan (“IRP-3") for Maui Electric Company,
L:m1ted (*MECO”) which was approved on July 18, 2008 and also commenced MECQ’s IRP4 process,

The Hawaiian Electric Companies consist of Hawaiian Electric Company, Inc. (“HECO™), Hawaii Electric
Light Company, Inc. (“HELCO") and Maui Electric Company, Limited (“MECO™),

EXHIBIT A __
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agreement designed to move the State away from its dependence on imported fossil fuels for
electricity and ground transportation, and toward “indigenously produced renewable energy and
an ethic of energy efficiency.” A product of the Hawaii Clean Energy Initiative, the Energy
Agreement is a commitment on the part of the State and the Hawaiian Electric Companies to
accelerate the addition of new, clean resources on all islands; to transition the Hawaiian Electric
Companies away from a model that encourages increased electricity usage; and to provide
measures to assist consumers in reducing their electricity bills.

As a part of the Energy Agreement and in order to improve analysis and guidance for
Hawaii’s clean energy future, the HCEI Parties agreed to replace the current IRP process with a
new CESP process. Specifically, the HCEI Parties agreed to the following on pages 36-37 of the
Energy Agreement:

. The CESP process will provide high level guidance on long term (10-20 years)
direction and an Action Plan for near term initiatives (5 years), balancing how the
utility will meet its customers’ expected energy needs as modified by planned
energy efficiency, renewables substitution and demand response, encouraging
high levels of renewable and clean energy with distributed resources, while
protecting reliability at reasonable costs.

. The CESP process will be conducted on an on-going basis with a new Clean
Energy Scenario Plan developed in three-year cycles. The CESP process will
include exploring alternative energy scenarios, risks and uncertainties, to develop
a base case and variations for a 20-year planning horizon.

. Since clean energy actions and choices on one island may affect the entire State,
all Hawaiian Electric utilities shall conduct the CESP process in parallel or as one
CESP process for all three utilities, using common economic and other
assumptions and common scenarios for technology, economic, and development
paths and options, while maintaining the option to also develop island-specific
scenarios.

. The Hawaiian Electric utilities shall conduct a comprehensive generation and
transmission analysis every three years to support the evaluation of several
planning scenarios to be considered in developing the new base case. In addition,
the Hawaiian Electric utilities shall provide Locational Value Maps that will
guide the identification of geographic areas of distribution system growth for
potential application of new energy efficiency, demand response, and distributed
generation and storage within Clean Energy Investment Zones.

o The CESP process will incorporate an Advisory Committee and a public review
process,
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The Hawaiian Electric Companies, with input from the Consumer Advocate, developed
the Proposed CESP Framework provided as Attachment 1. Attachment 2 shows red-line
revisions to the IRP Framework to reflect the Proposed CESP Framework.

The Proposed CESP Framework revises the previous IRP Framework and proposes a
planning process to develop generation and transmission resource plan options for multiple 20-
year planning scenarios. From these scenarios, the framework proposes the development of a 5-
year Action Plan based on the range of resource needs identified through the various scenarios
analyzed. Furthermore, the framework proposes the CESP to include the identification of
Renewable Energy Zones, or geographic areas of the islands of rich renewable energy resources
in which infrastructure improvements should be focused. The framework also proposes the
CESP to include the identification of any geographic areas of the distribution system, Locational
Value Maps, in which distributed generation or demand-side management resources are of
higher value.

During the development of the Proposed CESP Framework, the Hawatian Electric
Companies met with representatives of Life of the Land (“LOL”) to obtain their respective input,
and separately with Kauai Island Utility Cooperative (“KIUC”) as further discussed below. On
April 7, 2009, the Hawaiian Electric Companies, in conjunction with the Consumer Advocate,
conducted public input meetings on Oahu, Maui, and the Big Island on a draft of its Proposed
CESP Framework. A summary of the public comments received at the April 7% meeting are
shown as Attachment 3.

As it pertains to KIUC, it has not yet been able to dedicate the time and resources needed
to provide detailed and substantive input to the Proposed CESP Framework submitted as
Attachment 1. Unlike the Hawaiian Electric Companies, which entered into the Energy
Agreement back in October 2008 detailing many aspects of their proposed CESP process, KIUC
was not made a party to that agreement. Although KIUC is currently in discussions to explore
the possibility of entering into a separate energy agreement for KIUC and the island of Kauai,
KIUC is still in the process of analyzing CESP and how that should be implemented for Kauai
and KIUC as an electric cooperative. Because of this, KIUC did not initially expect to be
involved in developing the CESP Framework that would apply to the Hawaiian Electric
Companies. However, pursuant to the Commission’s Order, filed on February 18, 2009, in
Docket No. 2006-0165, the Commission required KIUC to participate in the development of the
CESP Framework. Specifically, the Commission stated the following:

While the commission understands KIUC’s position that it would like
additional time to decide whether it would like to adopt all or part of the
CESP framework, that choice is not entirely KIUC’s. The IRP Framework,
which was approved by the commission, applies to all electric utilities in
the State of Hawaii. At this point, there does not appear to be any basis for

N
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having separate frameworks which would apply to different utilities. This
does not mean that KTUC could not propose provisions in the CESP
framework that would apply to a cooperative, such as KIUC, as it did in the
competitive bidding docket. However, as directed by the commission in the
HECO Order, KIUC should be involved in the process of developing the
CESP framework.’

Unfortunately, although KIUC has participated in meetings with the Hawaiian Electric
Companies and the Consumer Advocate since the Commission’s February 18, 2009 Order,
KIUC has not been given sufficient time to fully review and provide any substantive changes to
the Proposed CESP Framework. This is due not only to the extent of the changes made to this
document as compared to the existing IRP Framework, but also other factors. As the
Commission is aware, KIUC is currently in the process of preparing to file a rate case
application, the first in the State involving an electric cooperative. In addition, KIUC has certain
utility planning requirements imposed upon KIUC by its lender, the Rural Utilities Service.
While these lender requirements were imposed under the existing IRP Framework, KIUC needs
time to determine the extent to which the changes set forth in the Proposed CESP Framework are
inconsistent or otherwise conflict with these lender requirements and KIUC as an electric
cooperative. Given the above factors, except for incorporating certain exemption/waiver
language in Section II1.D.6 of the Proposed CESP Framework," KIUC needs additional time to
complete its negotiations on a potential HCEI energy agreement, review the utility planning
requirements imposed by its lender, and further analyze its cooperative structure to determine
what changes or modifications will be needed to Attachment 1 as a result of the above.
Notwithstanding the above, KIUC has no objections to the Proposed CESP Framework with the

- inclusion of this waiver/exemption language.

3 Page 5 of Order Denying Request to Suspend Proceeding and Closing Docket, filed on February 18, 2009,

in Docket No. 2006-0165.

4 Section II1.D.6 of the Proposed CESP Framework states:

Notwithstanding the above, the Commission, upon a showing or submission that a utility has an ownership
structure in which there is no substantial difference in economic interests between its owners and its
customers, may waive or exempt that utility from any or all of the provisions of the CESP Framework.
(footnote omitted)

N
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Accordingly, the undersigned respectfully request that the Commission open a new
investigatory docket to review and establish the Clean Energy Scenario Planning Framework
based on the proposal being submitted.

Sincerely,

{ Catherine P. Awakuni
Executive Director
ivision of Consumer Advocacy

Hawaiian Electric Company, Inc.
Hawaii Electric Light Company, Inc. Department of Commerce and
Maui Electric Company, Limited Consumer Affairs

Ko —

Kent D, Morihara, Esq.

Kris N. Nakagawa, Esq.

Morihara Lau & Fong LLP

Attorneys for Kauai Island Utility Cooperative

Attachments

¢:  Theodore E. Liu, DBEDT
Estrella A. Seese, DBEDT
Life of the Land
Hawaii Renewable Energy Alliance
Honolulu Seawater Air Conditioning, LLC
OCEES International, Inc.
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A PROPOSED FRAMEWORK FOR CLEAN ENERGY SCENARIO PLANNING
April 28, 2009

Definitions
Unless otherwise clear from the context, as used in this framework:

“Action Plan” means a program implementation schedule representing a strategy or timetable
based on the scenarios analyzed for achieving the utility’s clean energy objectives over the first
five-year period of the 20-year planning horizon. The five-year period of the Action Plan is
updated with the utility’s evaluation report by dropping the preceding year from the schedule and
including a new year.

“CHP” means combined heat and power system which is an electricity generating system whose
waste heat is captured and used for heating and/or cooling applications.

“Clean energy” means electrical energy generated using renewable energy as a source or as
electrical energy savings brought about by the use of renewable displacement or off-set

technologies or energy efficiency technologies as defined as “renewable electrical energy” in
HRS ch. 269, part V, section 2693-9].

“Clean Energy Investment Zones” means areas shown on the Locational Value Map where there
is a high value to incremental investment in distributed generation, demand response, energy
efficiency, or CHP.

“Clean energy objectives” means moving Hawaii towards achieving a sustainable, clean,
flexible, and economically vibrant energy future.

“Clean Energy Scenario Planning” or “CESP” means the process governed by this framework
which is a mandatory guide for the utilities.

"Demand-side management” or “DSM” means programs designed to influence utility customer
uses of energy to produce desired changes in demand. It includes conservation, energy
efficiency, demand response, and renewable substitution.

“Distributed Generation” or “DDG” means small-scale electric generating technologies installed
at, or in close proximity to, the end-user’s location. [From D&O 22248 background.]

“Energy Agreement” means the October 2008 Energy Agreement Among the State of Hawaii,
Division of Consumer Advocacy of the Department of Commerce and Consumer Affairs, and the
Hawaiian Electric Companies.

“Feed-in-Tariff” or “FIT” means a set of standardized, published purchased power rates,
including terms and conditions, which the utility will pay for each type of renewable energy
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resource based on project size fed to the grid. [From Energy Agreement summar)g page 3 -which
is referenced in, the Commission’s order opening Docket-No..2008-0273.]

“Hawaii Revised Statutes” or “HRS” means current laws governing the State of Hawaii.

“Hawaii Clean Energy Initiative” or “HCEI” means the Memorandum of Understanding between
the Governor of the State of Hawaii and the U.S. Department of Energy signed in January 2008,
having the goal to decrease energy demand and accelerate use of renewable, indigenous energy
resources in Hawaii in residential, building, industrial, utility, and transportation end-use sectors,
so that efficiency and renewable energy resources will be sufficient to meet 70% of Hawaii’s
energy demand by 2030.

“Locational Value Map” or “.LVM” means geographic areas of distribution system growth within
the next 3-5 years where distributed resources and energy efficiency could be beneficial within
the existing transmission and distribution system limits.

“Net Energy Metering” or “NEM” means measuring the difference between the electricity
supplied through the electric grid and the electricity generated by an eligible customer-generator
and fed back to the electric grid over a monthly billing period as defined in HRS ch. 269, part VI,
section 269-101.

"Program"” means resources and/or activities in the CESP scenarios and/or CESP Action Plan.

“Public Benefit Fee Administrator” or “PBF Administrator” means the third-party administrator
of energy efficiency demand-side management programs as defined in HRS ch. 269, part VII,
section 269-122.

“Renewable Energy Infrastructure Program” or “REIP” means a mechanism designed to timely
recover costs incurred by the electric utility for the development of and investment in renewable
energy infrastructure projects in order to facilitate third-party development of renewable energy
resources and maintain current renewable energy resources. The REIP includes the Clean
Energy Infrastructure Surcharge included in the Energy Agreement.

“Renewable Energy Zones™ or “REZ” means identification of areas that contain significant
renewable energy potential.

“Renewable Portfolio Standards” or “RPS” means the current law governing the State of Hawaii
as defined in HRS ch. 269, part V.

“Request for Proposal” or “RFP” means a written request for proposal issued by the electric
utility to solicit bids from interested third-parties, and where applicable from the utility or its
affiliate, to supply a future generation resource of a block of generation resources to the utility
pursuant to the competitive bidding process. [Framework for Competitive Bidding
DEFINITIONS]
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“Scenarios’ means a range of possible futures reflecting possible energy-related policy choices
and risks facing the utility and its customers.

"Supply-side programs" means programs designed to supply power. It includes renewable

energy.

"Total resource cost" means the total cost composed of the utility costs and the costs by
participants in the demand-side management programs.

"Utility costs" means the costs to the utility (including ratepayers), excluding costs incurred by
participants in a demand-side management program.

Introduction

A.  Goal of Clean Energy Scenario Planning

The goal of Clean Energy Scenario Planning (“CESP”) is to develop CESP scenarios that
will provide high level guidance on a long term (10-20 years) direction, which will then be
utilized to develop a CESP Action Plan for near term initiatives (5 years), balancing how
the utility will meet clean energy objectives, customers’ cxpected energy needs, and
protecting system rehablllty at reasonable costs under various scenarios. [Efeigy
Agreement Initiative No. 32; first bullet on page 36]

B.  Governing Principles (Statements of Policy)

L.

The development of the CESP scenarios and the CESP Action Plan are the
responsibility of each utility.

CESP scenarios and the CESP Action Plan shall comport with state and county
environmental, health, and safety laws and formally adopted state and county plans.

CESP scenarios and the CESP Action Plan shall be developed upon consideration and
analyses of the costs, effectiveness, and benefits, and risks of appropriate, available,
and feasible supply-side and demand-side options as guidance for Hawaii’s clean
energy future based on the HCEI Energy Agreement.

CESP scenarios and the CESP Action Plan shall give consideration to the plans'
impacts upon the utility's consumers, the environment, culture, community lifestyles,
the State's economy, and society.

CESP scenarios and the CESP Action Plan shall take into consideration the need to
preserve a stable electric grid and financially sound electric utility as vital
components of our renewable energy future. [Energy Agreement, sixth paragraph,
page.1]
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Clean energy scenario planning shall be an open public process. Opportunities shall
be provided for participation by the public and governmental agencies in the
development and in Commission review of the CESP scenarios and CESP Action
Plan.

The utility is entitled to recover all appropriate and reasonable clean energy scenario
planning and implementation costs.

The clean energy scenario planning process shall be focused on planning scenario
analyses that provides flexibility across a wide range of potential futures and
uncertainties for achxevmg Hawau s clean energy future based on the HCEI Energy

Y

C.  Utility's Responsibility

1.

Each utility is responsible for developing a reasonable number of CESP scenarios for
meeting the energy needs of its customers to reflect a range of possible energy- -related
policy choices and risks facmg the State 1ts utilities, and citizens. [Energy
Agréement ] Initiative Now33, subpart a, page.38] The CESP scenarios will be
evaluated to help formulate the CESP Action Plan, covering a 5-year implementation
period.

The utility shall prepare and submit to the Commission for Commission approval at
the time or times specified in this framework the utility's CESP Action Plan.

The utility shall execute the Commission approved CESP Action Plan in accordance
with the CESP Framework. As part of this execution, the utility shall file for
Commission review and approval individual applications for programs or elements of
the CESP Action Plan that requires specific Commission approval.

In its development of the CESP scenarios and CESP Action Plan, the utility shall
comply with State initiatives and Commission proceedings that consider such issues,
but not limited to: 1) Competitive Bidding for future generation; 2) State Renewable
Energy Portfolio Standards; 3) Energy Efficiency; 4) Renewable Energy
Infrastructure Programs, 5) Distributed Generation; 6) Net Energy Metering; 7) Feed-
in Tariffs; 8) Advanced Metering Infrastructure (“AMI”); 9) Energy Efficiency
Portfolio Standards (“EEPS™); and 10) Greenhouse Gas “(GHG”) initiatives.

D. Commission's Responsibility

1.

The Commission's responsibility, in general, is to determine whether the utility's
CESP scenarios and CESP Action Plan represents a reasonable course for meeting the
energy needs of the utility's customers, is in the public interest, is consistent with this
Clean Energy Scenario Planning Framework, and provides strategic guidance for
future utility planning to achieve Hawaii’s clean energy future based on the HCEI
Energy Agreement.
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The Commission will review and approve in whole or in part the utility’s CESP as a
reasonable course for meeting the energy needs of the utility’s customers, is in the
public interest, and is consistent with this Clean Energy Scenario Planning
Framework. The Commission will review the utility's CESP and issue an order
approving or denying the CESP Action Plan within six (6) months of the filing. If the
Commission does not issue a decision within the six month period, the CESP Action
Plan is automatwally deemed “approved”. [Energy Agreement Imtratrve No 33,
subpart p, page 41.] Approval should elevate the status of the preferred resources
identified in the CESP Action Plan, including DSM programs administered by the
Public Benefit Fee Administrator, third-party Independent Power Producer (“IPP”)
projects, and utility resources, to give them a presumption of need in any subsequent
siting proceeding. [Energy Agreement Imtlatlve No. 33, subpart o, page, 41] If the
Commission rejects all or parts of the CESP ﬁled there should be an explanation for
non-approval and the implications of that n0n~approval on the utility’s asset
investment and strategic choices for the upcoming three-year period. (Energy
Agreement Injtiative No. 33, subpart p,page 41.]

The Commission acknowledges that the purpose of the CESP is to provide strategic
guidance for future utility planning to achieve Hawaii’s clean energy future, and that
its review and any approval given to the CESP will apply only to high level planning
issues. Thus, the utility will file for Commission review and approval individual
applications for programs or elements of the CESP Action Plan that requires specific
Comrmnission approval. The utility may file such applications before the Commission
issues a final decision approving the CESP Action Plan and the Commission may
review these individual applications for programs in parallel with the review of the
CESP Action Plan.

E. Consumer Advocate's Responsibility

1.

The Director of Commerce and Consumer Affairs, as the Consumer Advocate and
through the Division of Consumer Advocacy, has the statutory responsibility to
represent, protect, and advance the interest of consumers of utility services. The
Consumer Advocate, therefore, has the duty to ensure that the utility's CESP
scenarios and CESP Action Plan promotes the interest of utility consumers.

The Consumer Advocate shall be a party to each utility's clean energy scenario
planning docket and a member of any and all advisory committees established by the
utility in the development of its CESP scenarios and CESP Action Plan. The
Consumer Advocate shall also participate in all public hearings and other sessions
held in furtherance of the utility's efforts in clean energy scenario planning.

F.  Public Benefit Fee (“PBF”’) Administrator’s Responsibility
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The PBF Administrator's responsibility, in general, is to administer all energy
efficiency programs in accordance with Public Benefits Fee HRS ch. 269, part VII
and Docket No. 2007-0323.

The PBF Administrator shall be a party to each utility’s clean energy scenario
planning docket and a member of any and all advisory committees established by the
utility in the development of its CESP scenarios and CESP Action Plan. The PBF
Administrator shall also participate in all public hearings and other sessions held in
furtherance of the utility's efforts in clean energy scenario planning.

III.  The Planning Context

A.

B.

Major Steps

There are three major steps in the clean energy scenario planning process: planning,
programming, and implementation.

1.

Planning is that process in which the utility’s needs are identified; the assumptions,
costs, risks, and uncertainties are clarified; Locational Value Maps are developed; and
resource and program choices are subjected to scenario analyses to reflect a range of
the possible energy-related policy choices and risks facing the utility systems and
citizens. The product of this process is the utility’s CESP scenarios. The planning
horizon for the utility CESP is 20 years. Unless otherwise ordered by the
Commission, the 20-year period begins January 1 following the completion of the
CESP.

Programming is that process by which the utility’s CESP scenarios are evaluated and
programs or elements from one or more scenarios are scheduled for implementation
over a five-year period. In this process, a determination is made as to the order in
which the selected program options are to be implemented; the phases or steps in
which each program is to be implemented; the expected target group and the annual
size of the target group or annual level of penetration of demand-side management
programs; the expected annual supply-side capacity additions and the identification of
the resource procurement method; transmission system additions; and the annual
expenditures required to be made by the utility to support implementation of the
programs. The result of this process is a program implementation schedule or CESP
Action Plan. The CESP Action Plan represents a strategy or timetable for program
implementation.

Implementation is that process by which the resource program options to be
implemented are acquired and instituted in accordance with the utility’s CESP Action
Plan.

The Planning Cycle
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Each utility shall conduct its initial CESP for submittal to the Commission by the
following dates:

a.  Hawaiian Electric Company, Inc.: 18 months after issuance of D&O for this
framework.

b.  Hawaii Electric Light Company, Inc.: 18 months after issuance of D&O for this
framework.

c.  Maui Electric Company, Limited: 18 months after issuance of D&O for this
framework.

d.  Kauai Island Utility Cooperative: To be determined.

Utilities that are affiliated shall conduct their clean energy scenario planning in
coordination with each other or in parallel since the clean energy scenario plan for
one island utility may affect the choices and actions of another island utility. [Energy
Agreement Initiative No: 32, third bullet on page 36]

Each utility shall conduct a major review of its CESP every three years. [Consisterit
with Energy Agreement Initiative No; 32 second bullét on page 36] Insuch a
review, a new 20-year time horizon shall be adOpted the planning process repeated,
and the utility’s resource programs re-analyzed fully. A major review shall be
conducted by each utility, resulting in the submission to the Commission of new
CESP scenarios and CESP Action Plan in the same month every three years from the
filing of the initial CESP.

C. The Docket

1.

Each planning cycle for a utility will commence with the issuance of an order by the
Commission opening a docket for clean energy scenario planning.

The docket will be maintained throughout the planning cycle for the filing of
documents, the resolution of procedural disputes, and other purposes related to the
utility's CESP scenarios and CESP Action Plan.

Within 30 days after the opening of the docket, the utility shall prepare, in
consultation with the Consumer Advocate, and file with the Commission a schedule
that it intends to follow in the development of its CESP scenarios and CESP Action
Plan. The schedule may be amended upon the formation of an advisory committee or
committees and thereafter as appropriate.

The utility shall complete its CESP scenarios and CESP Action Plan within one year
of the commencement of the planning cycle.

D. Submissions to the Commission




Attachment 1
Proposed CESP Framework
Page 9 of 22

1. The utility shall submit its CESP, which will include the CESP scenarios and CESP
Action Plan as follows.

a.

a.

The utility shall include in its CESP a detailed description of:

(1) The factors and assumptions underlying the development of each scenario,
which includes but is not limited to: (a) the generation and transmission
needs identified; (b} the proposed procurement method for generation
resources identified in the plans; (c) the forecasts made; (d) the assumptions
underlying the forecasts; (e) the assumptions and the basis of the
assumptions underlying the plans; (f) the risks and uncertainties associated
with the plans; (g) the total resource cost of the plans; (h) the expected
impact of the plans on demand, and (i} estimates of potential impact of the
plans on customer rates and bills.

(i) Locational Value Maps identifying geographic areas of distribution system
growth.

(i) Renewable Energy Zones identifying potential areas of renewable energy
development.

A reasonable number of CESP scenarios shall be analyzed and developed to
reflect a range of possible energy-related policy choices and risks facing the
utility systems and citizens. These scenarios may feature different policy
backdrops, such as major increases or decreases in oil prices, policy changes
such as federal or international carbon regulation or the adoption of plug-in
hybrid electric vehicles/electric vehicles, as well as different resource policies
such as higher levels of energy efficiency, demand response, and renewable
substitution (e.g., solar water heating and seawater-cooled air conditioning).
[Energy Agreement Initiative No. 33, subpart a, page 38] In addition, these
scenarios may feature different economic and financial backdrops, such as
ranges of future State economic health and ranges of future financial market
conditions. The CESP scenarios will guide the utility to develop its CESP
Action Plan.

The submissions should be simple and clearly written and, to the extent
possible, in non-technical language. Charts, graphs, and other visual devices
may be utilized to aid in understanding its plan and the analyses made by the
utility. The utility shall provide an executive summary of the plan and of the
analyses and appropriately index its submissions.

The utility shall submit its CESP Action Plan as follows.

The CESP Action Plan will be developed based on the CESP scenarios
analyzed. The CESP Action Plan may contain elements or programs from one
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or more of the CESP scenarios. The evaluation of which elements to be
included in the CESP Action Plan should be based on factors including but not
limited to: (i) achieving state clean energy objectives; (ii) timing flexibility; and
(iii) preserving a stable electric grid for the state’s renewable energy future.

Information pertaining to energy efficiency demand-side management programs
shall be provided to the utility from the PBF Administrator. The PBF
Administrator shall include its projection of the energy and demand savings
resulting from its energy efficiency programs and the expenditures required to
be made to support the implementation of the energy efficiency programs.

The utility shall include its projection of the energy and demand savings

resulting from its demand response programs and any pilot DSM programs and

the expenditures required to be made to support the implementation of these
programs.

The utility shall include the expected supply-side capacity additions, the
proposed procurement method for the supply-side additions (including the use
of exemption or waiver from Competitive Bidding), and the cost required to be
made by the utility to support the implementation of the supply-side resource
options.

The utility shall include the expected transmission system additions and the
estimated cost required to be made by the utility to support the implementation
of the transmission additions.

The utility shall include identification of smart grid improvements and upgrades
to the utility system and the estimated cost required to be made by the utility to
support the implementation of any smart grid improvements.

The utility shall file with its CESP Action Plan a full description of the analysis
upon which the schedule is based.

The CESP Action Plan shall also be accompanied by the utility's estimated costs
and proposals for cost recovery, as appropriate.

The CESP Action Plan shall include any effort related to the implementation of
the Framework for Competitive Bidding, including, but not limited to, the
development of the request for proposal, parallel planning, and contingency
planning. :

The utility shall submit an evaluation report as follows.

The utility shall submit a minimum of one evaluation report between CESP
cycles, preferably in the middle of the three years.
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b.  The utility shall include in its evaluation, an assessment of the continuing
validity of the forecasts and assumptions upon which its CESP Action Plan was
fashioned, and update these assumptions as appropriate. Information pertaining
to encrgy efficiency demand-side management programs shall be provided to
the utility from the PBF Administrator.

¢.  The utility and the PBF Administrator shall also include for each demand
response and energy efficiency program respectively included in the CESP
Action Plan for the immediately preceding year a comparison of:

{1) The expenditures anticipated to be made and the expenditures actually
made.

(2) The level of achievement of energy and demand impacts anticipated and
the level actually attained.

d.  The utility and the PBF Administrator shall provide an assessment of all
substantial differences between original estimates and actual experience and of
what the actual experience portends for the future. The PBF Administrator shall
provide relevant information to the utility for incorporation into its evaluation
report.

e.  As part of its evaluation, the utility shall submit a revised CESP Action Plan
that drops the immediately preceding year(s) from the schedule of the CESP
Action Plan and include a corresponding new year(s). The CESP Action Plan
must always reflect a five-year time span.

The utility may at any time, as a result of its evaluation or change in conditions,
circumstances, or assumptions, revise or amend its CESP Action Plan, including
LVMs and REZ. All revisions and amendments must conform to the appropriate
requirements of this part D.

The utility may, at any time, request a waiver from the Commission from any or all of
the provisions of the CESP Framework. A utility seeking such a waiver shall have
the burden of showing, to the Commission’s satisfaction, that compliance with the
CESP Framework, or any of its provisions, is impossible, impractical, inappropriate
or economically infeasible. Any waiver that a utility may seek should be sought at
the earliest feasible and possible moment, at least not later than the moment it
becomes apparent that the utility does not intend to comply with a particular CESP
Framework requirement.

Notwithstanding the above, the Commission, upon a showing or submission that a
utility has an ownership structure in which there is no substantial difference in

10
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economic interests between its owners and its customers’, may waive or exempt that
utility from any or all of the provisions of the CESP Framework.

7. The CESP Action Plan approved by the Commission shall provide guidance for all
utility expenditures for capital projects, purchased power, and demand response
programs, and the PBF Administrator’s expenditure for energy efficiency programs,
Notwithstanding approval of the CESP Action Plan: (a) an expenditure for any
capital project in excess of $2,500,000, excluding customer contributions, shall be
submitted to the Commission for review as provided in paragraph 2.3. g. 2 of General
Order No.7 (as amended by Decision and Order No. 21002, filed May 27, 2004 in
Docket No. 03-0257); and (b) no obligation under any purchased power contract shall
be undertaken and no expenditure for any specific demand-side management program
included in the CESP Action Plan shall be made without prior Commission approval
of the purchased power contract or demand-side management program. Projects and
programs do not have to be included in the approved CESP Action Plan to be
consistent with the CESP. Specific capital expenditures projects may not be
identified or discussed in the CESP process because they are generally described as
generic projects. All power purchases from qualifying facilities and independent
power producers shall be subject to statute and Commission rules and also may not be
identified or specifically discussed in the CESP because proposals may be received at
unforeseen times. Other types of projects, such as distribution projects, generally will
not be analyzed in the CESP process but the distribution planning process is
coordinated with the CESP.

8. The CESP scenarios and CESP Action Plan resulting from this planning framework is
not fixed and unchanging. The CESP scenarios and CESP Action Plan shall be
flexible enough to account for changes in planning assumptions and forecasts. This
will allow for major decisions regarding the implementation of program options (both
supply-side and demand-side resources) to be made incrementally, based on the best
available information at the time decisions must be made. The CESP scenario
analyses shall identify what information is critical to the decision making process,
and also identify when the strategic decisions need to be made.

E.  Public Participation

To encourage public participation in each utility's clean energy scenario planning process,
opportunities for such participation shall be provided through advisory committees to the
utility, public hearings, and interventions in formal proceedings before the Commission.

1. Advisory Committees

a.  The utility shall organize in each county in which the utility provides service or
conducts utility business a group or groups of representatives of public and
private entities to provide input to the utility and the PBF Administrator in the
development of its CESP. A separate advisory committee may be formed for

! Such as a member-owned cooperative.

11
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each stage of the planning process, as appropriate. The utility shall chair each
advisory committee.

The public and private entities includable in an advisory committee are those
that represent interests that are affected by the utility's CESP scenarios and that
can provide significant perspective or useful expertise in the development of the
scenarios. These entities include state and county agencies and environmental,
cultural, business, and community interest groups. An advisory committee
should be representative of as broad a spectrum of interests as possible, subject
to the limitation that the interests represented should not be so numerous as to
make deliberations as a group unwieldy and to allow for the timely completxon
and filing of a CESP.

The utility shall hold meetings with the advisory committee during key phases
of the process with a minimum quarterly participation to the extent meaningful
and practical. [From HECO/HELCO/MECO IRP-3 Stipulations and
HELCO/MECO Orders approving TRP-3] The PBF Administrator shall attend
meetings to support their forecast of energy efficiency programs.

The utility shall consider the input of each advisory committee; but the utility is
not bound to follow the advice of any advisory comrmittee.

All data reasonably necessary for an advisory committee to participate in the
utility's clean energy scenario planning process shall be provided by the utility,
subject to the need to protect the confidentiality of customer-specific and
proprietary information.

The use by the advisory committees of the collaborative process is encouraged
to arrive at a consensus on issues.

All reasonable out-of-pocket costs incurred by participants in advisory
committtees (other than governmental agencies) shall be paid for by the utility,
subject to recovery as part of the utility's cost of clean energy scenario planning.

Public hearings

a.

The utility is encouraged to conduct public meetings or provide public forums at
the various, discrete phases of the planning process for the purpose of securing
the input of those members of the public who are not represented by entities
constituting advisory committees.

Upon the filing of requests for approval of a CESP Action Plan, the
Commission may, and it shall where required by statute, conduct public
hearings for the purpose of securing public input on the utility's proposal. The
Commission may also conduct such informal public meetings as it deems
advisable.

12
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Intervention

Upon the filing of its CESP, the utility shall cause to be published in a
newspaper of general circulation in the State a notice informing the general
public that the utility has filed its proposed CESP Action Plan with the
Commission for the Commission’s approval.

To encourage public awareness of the filing of the CESP, a copy of the CESP
Action Plan and the supporting analysis shall be available for public review at
the Commission's office and at the office of the Commission's representative in
the county serviced by the utility. The utilities shall provide copies of these
documents online on its website. Each utility shall note the availability of the
documents for public review at these locations in its published notice. The
utility shall make copies of the executive summary of the plan and the analysis
available to the general public at no cost, except the cost of duplication.

Applications to intervene or to participate without intervention in any
proceeding in which a utility seeks Commission approval of its CESP Action
Plan are subject to the rules prescribed in Hawaii Administrative Rules, Chapter
6-61 (Rules of Practice and Procedure before the Public Utilities Commission);
except that such applications may be filed with the Commission not later than
20 days after the publication by the utility of a notice informing the general
public of the filing of the utility’s application for Commission approval of its
CESP Action Plan, notwithstanding the opening of the docket before such
publication.

A person’s status as an intervenor or participant shall continue through the life
of the docket, unless the person voluntarily withdraws or is dismissed as an
intervenor or participant by the Commission for cause.

Intervenor funding

a.

Upon the issuance of the Commission’s final order on a utility’s CESP Action
Plan or any amendment to the CESP Action Plan, the Commission may grant an
intervenor or participant (other than a governmental agency, a for-profit entity,
and an association of for-profit entities) recovery of all or part of the
intervenor’s or participant’s direct out-of-pocket costs reasonably and
necessarily incurred in intervention or participation. Any recovery and the
amount of such recovery are in the sole discretion of the Commission. All
intervenors and participants (who plan to seek intervenor funding) must file a
budget with the Commission within 30 days after intervention is granted, setting
forth:

(1) the estimated cost of intervention or participation;

13
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(2) the level of funding expected to be funded from other sources; and

(3) the net amount expected to be recovered from utility ratepayers.

To be eligible for such recovery:

(1) The intervenor or participant must show a need for financial assistance;

(2) The intervenor or participant must demonstrate that it has made reasonable
efforts to secure funding elsewhere, without success;

(3) The intervenor or participant must maintain accurate and meaningful books
of account on the expenditures incurred; and

(4) The Commission must find that the intervenor or participant made a
substantial contribution in assisting the Commission in arriving at its
decision.

The intervenor’s or participant’s books of account are subject to audit, and the
Commission may impose other requirements in any specific case.

Such allowance may be made only upon the application of the intervenor or
participant within 20 days after the issuance of the Commission’s final order,
together with justification and documented proof of the costs incurred.

The costs of intervenor funding shall be paid for by the utility, subject to
recovery as part of its costs of clean energy scenario planning,.

Cost Recovery and Incentives

1.

The utility is entitled to recover its clean energy scenario planning and
implementation costs that are reasonably incurred, including the costs of planning and
implementing pilot and full-scale utility demand-side management programs.

The cost recovery may be had through the following mechanisms:

(1) Base rate recovery--the inclusion of costs in the utility’s base rate during
each rate case. The utility shall record costs associated with the clean
energy scenario planning in separate accounts to allow review of the
actual costs incurred to the forecasted costs presented in each rate case.

(2) Ratebasing--the inclusion of costs that are capital in character (i.e.,
expenditures considered to produce long-term savings or benefits, such as
appliance rebates, loans, etc.), with accumulated AFUDC, in the utility’s
rate base at its next rate case. The costs are to be amortized over a period
set by the Commission.

14
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(3) Escrow accounting--the accumulation, with interest, of costs, not capital in
character, incurred between rate cases and not otherwise recovered
through the utility’s base rates, adjustment clause, or rate base, in a
deferred account, to be amortized over a period set by the Commission.

The Commission will determine the appropriate mechanism for the recovery of
costs associated with demand-side management programs when specific
demand-side management programs are submitted for Commission approval.
Cost recovery for other CESP programs generally will be addressed in each
utility’s rate case.

Under appropriate circumstances, the Commission may provide the PBF
Administrator with incentives to encourage participation in and promotion of full-
scale energy efficiency programs.

a.

The incentives may take any form approved by the Commission. Among the
possible forms are:

(1) Granting the PBF Administrator a percentage share of the gross or net
benefits attributable to energy efficiency programs (shared savings).

(2) Granting the PBF Administrator a percentage of certain specific
expenditures it makes in energy efficiency programs (mark-up).

The Commission will determine whether the PBF Administrator will be
provided with incentives and the form of such incentives, if any, when specific
energy efficiency programs are submitted for approval. The PBF Administrator
may propose incentive forms for a particular program, based on the particular
attributes of the program and the results to be attained.

The Commission may terminate any and all incentives whenever circumstances
or conditions warrant such termination.

IV.  Planning Considerations

A.  Energy and Demand Forecasts

1.

The utility shall develop forecasts of the amount of energy consumers will need and
the expected annual peak demand over the planning horizon. It shall develop load
forecasts for a reasonable number of scenarios that are developed as necessary or
appropriate in the development of its CESP scenarios. The utility may retain expert
consultants to assist in the development of an economic outlook and for other
specialized and technical needs related to this purpose.

15
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The utilities may initiate various research programs to obtain detailed energy usage
information about Hawaii energy customers so this information can be used to
develop energy efficiency program designs and forecasts for future energy planning
efforts.

To the extent practical, the utility should provide load by geographic location on its
system.

B. Fuel Forecasts

1.

The utility shall develop forecasts of the cost of fuel over the planning horizon. It
shall develop fuel forecasts for a reasonable number of scenarios that are developed
as necessary or appropriate in the development of its CESP scenarios. The utility
may retain expert consultants to assist in the development of the fuel forecasts and for
other specialized and technical needs related to this purpose.

C. Demand-Side Management Forecasts

1.

Energy Efficiency — The PBF Administrator shall administer all energy efficiency
programs in accordance with Public Benefits Fee HRS ch. 269, part VII and Docket
No. 2007-0323. The utilities shall support and participate in the PBF Administrator’s
implementation of the energy efficiency programs.

a.  The PBF Administrator, utilities, and stakeholders, such as the advisory
committee, shall work together in a collaborative process to design effective,
high-impact energy efficiency programs that will be implemented in the Action
Plan.

b.  The PBF Administrator shall lead, in collaboration with the utility and the State,
new studies and forecasts to determine the technical and economic potential for
a broad variety of energy efficiency measures within Hawaii.

Demand Response — The utility shall be responsible for the administration of demand
response and load management programs because of the need to monitor electrical
system status while deciding when and to what degree to invoke the demand
reductions available through demand response programs. Third-party demand
response and load curtailment aggregators should be allowed to support and
participate in the utilities’ implementation of the demand response programs.

a.  Program costs for existing load management and any new pilots and full-scale
demand response programs shall be recovered through the approprate cost
recovery mechanism.

b.  The utility shall lead, in collaboration with the PBF Administrator and the State,

new studies and forecasts to determine the technical and economic potential for
a broad variety of demand response measures within Hawaii.
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D. Distributed Generation Forecast

1. The utility shall develop a forecast of the amount of distributed generation that could
be installed by utility customers, third parties, or the utility over the planning horizon.
The distributed generation resources considered in the forecast shall include, but not
be limited to, the following:

a.  Biofueled and fossil fueled generating resources;
b.  Combined heat and power resources;

c. Photovoltaic resources;

d.  Small wind and hydro resources; and

e.  Other small renewable energy resources as defined by HRS §269-91 of the
State’s RPS.

2. The distributed generation forecast shall include reexamination of the following:
a. NEM limits in accordance with Docket No. 2006-0084; and
b.  FIT provisions in accordance with Docket No. 2008-0273.
E. Resource Options

1. In the development of its CESP scenarios, the utility shall consider supply-side and
demand-side resource options appropriate to Hawaii and available within the years
encompassed by the clean energy scenario planning horizon to meet the stated
governing principles and planning context.

2. The utility shall consider among the options the supply-side and demand-side
resources or mixes of options currently in use, promoted, planned, or programmed for
implementation by the utility. Supply-side and demand-side resource options include
those resources that are or may be supplied by persons other than the utility.

3. The utility shall integrate the Competitive Bidding Framework, Docket No. 03-0372.
The CESP scenarios and CESP Action Plan shall identify those resources for which
the utility proposes to acquire through competitive bidding, those resources that may
be exempt from competitive bidding, and those resources for which the utility will
need to seek waivers from competitive bidding, and shall include an explanation of
the facts supporting waivers. {[Framework for Competitive Bidding section 11.C.4.a]

a.  The CESP scenarios and CESP Action Plan shall specify the proposed scope of
the Request for Proposal for any specific generation resource or block of
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generation resources that the CESP states will be subject to competitive bidding,
including but not limited to the size, timing, and operational characteristics of
the generation resource or block of generation resources. {Framéwork for
Competitive Blddmg section 11.B.1]

b.  The utility is unable to predict what type of resource and associated costs will
be selected as an outcome of implementing the competitive bidding framework.
For the purposes of developing the CESP scenarios, the utility may use generic
resource data (i.e., biofueled combustion turbine, wind, PV) available for
determining the size, timing, and operational characteristics of future resources.
The utility shall provide all resource data used in the development of the CESP
$Cenarios.

The costs and benefits shall, to the extent possible and feasible, be (a) quantified and

(b) expressed in dollar terms. When it is neither possible nor feasible to quantify any
cost or benefit, such cost or benefit shall be qualitatively measured. The methodology
used in quantifying or in qualitatively stating costs and benefits shall be detailed.

Locational Value Maps [Energy Agreement Initiative No. 33, subpart i; page 39]

L.

The utility shall identify general geographic areas of distribution system growth
within the next 3-5 years where distributed resources and energy efficiency could be
beneficial within the existing transmission and distribution system limits.

The utility shall identify general geographic areas rather than individual circuits to
maximize benefits and incorporate back-up system needs.

The information from the Locational Value Maps shall be provided to parties such as
the PBF Administrator so that energy efficiency DSM can be focused into geographic
areas that would most benefit from energy efficiency DSM programs.

The utility should use the Locational Value Map to identify Clean Energy Investment
Zones. The utility should publicize the existence of these zones in conjunction with
the utility’s education efforts following the completion of the CESP. [Enefgy
Agreement Initiative No. 33, subpart j, page 40]

Renewable Energy Zones [Energy Agreement Initiative No. 33, subpart f; page 39]

1.

The utility shall identify Renewable Energy Zones where areas of its service territory
contain significant renewable resource potential. The CESP shall identify possible
infrastructure requirements needed to interconnect the utility’s grid to the REZ and
operationally integrate renewable resources that may be developed in the REZ with
the utility’s system.

Assumptions; Risks; Uncertainties
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The utility shall identify the assumptions underlying any forecast, resource option, the
cost or benefit of any option or any analysis performed.

The utility shall also identify the risks and uncertainties associated with each forecast
and resource option.

The utility shall further identify any technological limitations, infrastructural
constraints, legal and governmental policy requirements, and other constraints that
impact on any option or the utility's analysis.

Models

1.

2.

The utility may utilize any reasonable model or models in comparing resource options
and otherwise in analyzing the relative values of the various options or combinations
of options.

Each model used must be fully described and documented.

Analyses

1.

The CESP scenarios should focus on higher level planning using a portfolio of energy
resources/types rather than identifying specific details on individual resources in the
plan. [Energy Agreement Initiative No.-33, subpart a, page 38]

The utility shall review the CESP scenarios to look for common themes, assets and
strategies that demonstrate robust value to balance costs and risks across many of the
scenarios evaluated. Resources and strategies that provide the greatest value and
flexibility across a wide range of potential futures and uncertainties shall be
identified. [Energy Agreement Initiative No. 33, subpart 1, page 40]

The CESP scenarios shall identify the preferred energy contributions from various
resources, taking into account the differing renewable energy impact, emissions,
fossil fuel usage and cost (utility and total resource cost perspective) into
consideration. All existing contractual and forward looking operational requirements
and constraints on the utility grid shall be factored into the analysis. [Energy
Agreement Initiative No.-33, subpart ¢ ‘second paragraph, page 38]

The utility shall compare the CESP scenarios on the present value basis. For this
purpose, the utility shall discount the estimated annual costs (and benefits, as
appropriate) at an appropriate rate. The utility shall fully explain the rationale for its
choice of the discount rate.

The CESP scenarios shall be supported by quantitative and qualitative analyses to the

extent reasonably poss1ble and feasible. [Energy Agreement Initiative No. 33,
subpart c, first paragraph; page 38]
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Technical analyses shall be performed to determine the extent to which renewable
resources with certain types of characteristics (e.g., variable, as-available resources,
or fixed dispatched resources) can be integrated into the utility system grid while
maintaining stablllty and reliability. [Energy. Agreernent Initiative No.33; subpart é;
third'paragraph, page. 38]

The utility shall conduct a hlgh-level load flow transmission system analysis building
on the base case planning considerations, evaluating grid conditions and flows for no
less than a three-year period. The CESP shall evaluate system level distributed
generation and DSM impact, taking into account the aggregate system impact to load
and load flows on the transmission system to determine transmission and generation
system benefits. New transmission assets triggered by load growth addition of new
or expanded generation, or a change in planning criteria that requ1re Commission

approval shall be identified. [Energy:Agreement Tnitiafive No. 33, subpari g; page
39]

The utility shall provide estimates of potential impacts of the CESP scenarios on
customer rates and bills.

The CESP scenarios shall identify the size, timing, and operational characteristics of
future resources in accordance with the Competitive Bidding Framework, Docket No.
03-0372.

The CESP scenarios shall provide guidance for the utilities to develop the CESP
Action Plan.

V.  Pilot Demand-Side Management Programs

A

B.

Purposes

1. A purpose of piloting demand-side management programs is to ascertain whether a
given program, not yet proven in Hawaii, is cost-effective--whether it will achieve
the objectives as originally believed.

2. A second purpose of piloting demand-side management programs is to determine
whether the program design and configuration (including how it is managed and
promoted) are such as to permit implementation of the program as efficiently and
effectively as desired.

Utility Pilot Programs

1. A utility may implement on a full-scale basis (without pilot testing) any demand

response program that has been proven cost effective as a result of a full-scale or pilot
implementation of the program in another service territory or as a result of pilot
testing in Hawaii.

20
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The utility may develop appropriate pilot demand response programs for
implementation without awaiting Commission approval of the utility’s CESP Action
Plan.

All utility proposed pilot demand response programs are subject to Commission
approval.

21
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PUBHICUHLEIHES-COMMISSION
STATE-OFHAWAN

A PROPOSED FRAMEWORK FOR CLEAN ENERGY SCENARIOINTEGRATFED-RESQURCE

PLANNING
| April 28. 2009Mareh 91992

;1_-} I.  Defimitions

Unless otherwise clear from the context, as used in this framework:

“Action Plan” means a program implementation schedule representing a strategy or timetable

based on the scenarios analyzed for achieving the utility’s clean energy objectives over the first
five-year period of the 20-year planning horizon. The five-vear period of the Action Plan is
updated with the utility’s evaluation report by dropping the preceding year from the schedule and
mcluding a new year.

“CHP” means combined heat and power system which is an electricity generating system whose
waste heat is captured and used for heating and/or cooling applications.

“Clean encrgy” means electrical energy generated using rencwable energy as a source or as
electrical enerey savings brought about by the use of renewable displacement or off-set
technologies or encrgy efficiency technologies as defined as *‘renewable electrical energy” in
HRS ch. 269, part V, section 269-91.

“Clean Energy Investment Zones” means areas shown on the Locational Value Map where there

1s a high value to incremental investiment in distributed generation, demand response, energy
efficiency, or CHP.

“Clean _energy objectives” means moving Hawaii towards achieving a sustainable, clean,
flexible, and economically vibrant energy future:

“Clean Energy Scenario Planning” or “CESP’ means the process governed by this framework
which is a mandatory guide for the utilities.

" " : N
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"Demand-side management" or “DSM”-progsasms” means programs designed to influence utility
customer uses of energy to produce desired changes in demand. It includes conservation,

ener efficiency, demand responsc, and renewable substitution-reseuree
Energy: 7 y.

“Pesign-costsmeans-the-costsrelated-to-the preparation-of architectural- drawings for-eapital

“Distributed Generation” or DG’ means small-scale electric generating technologies installed

at. or in close proximity to, the end-user’s location. [From D&O-22248 background.

%

‘Energy Agreement” means the October 2008 Energy Apgreement Among the State of Hawaii.
Division of Consumer Advocacy of the Department of Commerce and Consumer Affairs, and the

Hawaiian Electric Companies.

“Feed-in-Tariff” or “FIT" means a set of standardized, published purchased power rates,
mncluding terms and conditions, which the utility will pay for each type of renewable energy
resource based on project size fed to the ,cmd [From Encrgy Agreement summary page 3 which
is referenced in the Cominission’s order opening Docket No, 2008-0273.

b

Hawaii Revised Statutes™ or “HRS” means current laws governing the State of Hawaii.

L

‘Hawaii Clean Encrgy Initiative” or “HCEI" means the Memorandum of Understanding between
the Governor of the State of Hawail and the U.S. Department of Eneray signed in January 2008.
having the goal to decrease energy demand and accelerate use of renewable, indigenous energy
resources in Hawaii in residential. building, industrial, utility, and transportation end-use scctors,




Attachment 2
Proposed CESP Framework
Page 4 of 30

so that efficiency and renewable energy resources will be sufficient to meet 70% of Hawail’s
energy demand by 2030.

m&m&%ﬁam

3 3 g *
“Locational Value Map” or “LVM” means geographic arcas of distribution system growth within

the next 3-5 vears where distributed resources and energy efficiency could be beneficial within
the existing transmission and distribution system limits.

“Net Energy Metering” or “NEM” means measuring the difference between the electricity
supplied through the electric grid and the electricity generated by an eligible customer-generator

and fed back to the electric grid over a monthly billing period as defined in HRS ch. 269, part VI,
section 269-101.

1" " 1"

"Program" means-a-combination-of resources and/or activities-desipned-to-achieve-an-objective
or-abjeetives in the CESP scenarios and/or CESP Action Plan.

“Public Benefit Fee Adminisirator” or “PBF Administrator” means the third-party administrator

of energy efficiency demand-side management programs as defined in HRS ch. 269, part VII,
section 269-122.

“Renewable Energy Infrastructure Program™ or “REIP” means a mechanism designed to timely
recover costs incurred by the clectric utility for the development of and investment in renewable
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energy_infrastructure projects in order to lacilitaie third-party development of renewable energy
resources and maintain current renewable energy resources. The REIP includes the Clean
Energy Infrastructure Surcharge inctuded in the Energy Agreement,

“Renewable Energy Zones” or “REZ” means identification of areas that contain significant

renewable energy potential.

“Renewable Portfolio Standards”™ or “RPS’ means the current Jaw governing the State of Hawaii
as defined in HRS ch. 269, part V.

“Reguest for Proposal” or “REP” means a written request for proposal issued by the eleetric
utility to solicit bids from interested third-parties. and where applicable from the utility or its

affiliate, to supplv a futurc gcncraﬁon resource of a block of generation resources to the utility

Framework for Competitive Biddin

DEFINITIONS]

“Scenarios” means a range of possible futures reflecting possible energy-related policy choices
and risks facing the utility and its customers.

"Supply-side programs" means programs designed to supply power. It includes renewable
energy.

"Total resource cost" means the total cost composed of a-demand-side-management prograss

wetuding-both-the utility costs and the costs by participants in the demand-side management
programsesnsis,

"Utility costs" means the costs to the utility (including ratepayers), excluding costs incurred by
participants in a demand-side management program.

Q—]I Introduction

| &A. Goal of Clean Energy Scenariolntegrated Resource Planning
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The goal of Clean Energy Scenario Planning (“CESP*) is to develop CESP scenarios that

will provide high level gsuidance on a long term (10-20 vears) direction, which will then be

utilized to develop-and an CESP Action Plan for near term initiatives {5 vears), balancing

how the utility will meet clean energy objectives, customers’ cxgected energy needs, and
protcctm}z system rellablhtv at reasonable costs under various scenarios. [Energy

greemenl Imndllve No 32, fi rst bullet on page 36|¥he—ge&l—e{3-lﬂ4egl=a{ed—feseufee

%&%emb&e—eeﬁi—

._Governing Principles (Statements of Policy)

1. The development of-integratedreseuree-plans-is the CESP scenarios and the CESP
Action Plan are the responsibility of each utility.

2. IntepratedreseurceplansCESP scenarios and the CESP Action Plan shall comport
with state and county environmental, health, and safety laws and formally adopted
state and county plans.

3. lstegrated-resource-plansCESP scenanos and the CESP Action Plan shall be

developed upon consideration and analyses of the costs, effectiveness, and benefits,
and risks of al-appropriate, available, and feasible supply-side and demand-side
options_as guidance for Hawaii’s clean encrgy future based on the HCE!I Energy

Agreement.

4,  inteprated-reseurce-plansCESP scenarios and the CESP Action Plan shall give
consideration to the plans' impacts upon the utility's consumers, the environment,
culture, community lifestyles, the State's economy, and society.

5. Integrated resouree-plansCESP scenarios and the CESP Action Plan shall take into

consideration the need to preserve a stable electric £rid and financially sound clectric
utility as vital components of our. renewab]e cner future. { Agreement, sixth
paragraph; page 1Jutihi i

6.  Clcan energy scenariolntegrated-reseuree planning shall be an open public process.
Opportumtles shall be provided for participation by the public and governmental
agenmes in the development and in Commissioneenwnission review of the CESP

scenarios and CESP Action Plan.integrated-resouree-plans:

7.  The utility is entitled to recover all appropriate and reasonable clean energy
sccnar:om{;egra{edﬁeeufee planmng and lmplementatlon costs —-Iﬂ-aéelmaa——e*istmg
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8.  The clean energy scenario planning process shall be focused on planning scenario
analyses that provides flexibility across a wide range of potential futures and

uncertaipties for achlevma Hawan s clcan energy Fulurc based on the HCEI Energy

Agreement.

| &:C. Ultility's Responsibility

1. Each utility is responsible for developing a reasonable number of CESP scenariosplan
or-plans for meeting the energy needs of its customers_to reflect a range of possible
energy-related policy choices and risks facing the State, its utilities, and citizens.
[Encrey- Agreement Initiative No: 33, subpart aZpage 38)- The CESP scenarios will
be cvaluated to help formulate the CESP Action Plan, covering a 5-year

implementation: period.

i:2. _The utility shall prepare and submit to the eCommission for eCommission approval at
the time or times spec1ﬁed in thls framework the utlhty s CESP Action

#i=3. The utility shall execute the eCommission approved CESP Action pPlan in

accordance with the CESP Framcworkpfegfam—ﬂﬂplememseﬂ—sehedu}e As part of

this execution, the utility shall file for Commission review and approval individual

applications for programns or elements of the CESP Action Plan that requires specific
Commission approval.

4. In its development of the CESP scenarios and CESP Action Plan, the utility shall

comply with State initiatives and Commission proceedings that consider such issues.
but not limited to: 1} Competitive Bidding for future generation: 2) Statc Renewable

Energy Portfolio Standards; 3) Energy Efficiency; 4) Renewable Ener
Infrastructure Programs; 5) Distributed Generation; 6) th Encrgy Metering: 7) Feed-
in Tariffs 8 Advanced Mctcnn hzfrastructurc - Efﬁcienc

| &D. Commission's Responsibility

iz]. The eCommission's responsibility, in general, is to determine whether the utility's
CESP scenarios and CESP Action pPlan represents a reasonable course for meeting
the energy needs of the utility's customers,#nd is in the public interest,-and is
consistent with this Clean Encrgy Scenario Planning Framework, and provides
strategic guidance for future utility planning to achieve Hawaii’s clean energy future
based on the HCEI Encrgy Agreement.the-goals-and-ebjeetives-of-irtegrated resource
planning.
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The Commission will review and approve in whole or in part the utility’s CESP as a

i3,

reasonable course for meeting the enerpy needs of the utility’s customers, is in the
public inlerest, and is consistent with this Clean Energy Scenario Planning
Framework. The Commission will review the utility's CESP and issuec an order
approving or denying the CESP Action Plan within six (6) months of the filing. If the
Commission does not issue a decision within the six month period, the CESP Action
Plan is automatically deemed “approved”. [Energy Agrcement Initiative No. 33,
subpart.p, page 41.]1 Approval should elevate the status of the preferred resources
identified in the CESP Action Plan, including DSM programs administered by the
Public Benefit Fee Administrator, third-party Independent Power Producer (“IPP™)

pro1ects and utility resources, to glve them a presurm)tlon of need in any qusequent
i ; f If the

Lommlsslon rejects all or parts of the CESP filed, there should be an explanation for
non-approval and the implications of that non-approval on the utility’s asset
mvcstmcnt and ‘;tlate ic cl101ces tor the ug comm thrcc~ eriod. [Ener

fmphmeﬂtaﬁeﬁ—sehedﬂle—

The Commission acknowledges that the purpose of the CESP is to provide strategic
guidance for future utility planning to achieve Hawaii’s clean energy future, and that
its review and any approval given to the CESP will applv only to high level planning
issues. Thus, the utility will file for Commission review and approval individual
lications for programs or elements of the CESP Action Plan that requires specific
Commission approval. The utility may file such applications before the Commission

issues a final decision approving the CESP Action Plan and the Comunission may
review these individual aDDllcallonS for programs in narai]e! with the ruwew oi the

CESP Actlon P]an N

ell. Consumer Advocate's Responsibility

kL

The dDirector of sCommerce and eConsumer aAffairs, as the eConsumer aAdvocate
and through the dDivision of eConsumer aAdvocacy, has the statutory responsibility
to represent, protect, and advance the interest of consumers of utility services. The
eConsumer aAdvocate, therefore, has the duty to ensure that the utility's CESP
scenarios and CESP Action Planintegrated-resource-plan promotes the interest of
utility consumers.
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iz2. The eConsumer aAdvocate shall be a party to each utility's clean energy
scenarioiegrated-resouree planning docket and a member of any and all advisory
conunitieesgroups established by the vtility in the development of its CESP scenarios
and CESP Action Plan.integrated-resouree-plan- The eConsumer aAdvocate shall also
participate in all public hearings and other sessions held in furtherance of the utility's

efforts in clean energy scenariointegratedresouree planning.

Public Benefit Fee (“PBF™) Administrator’s Responsibility

1. The PBF Administrator's responsibility, i general, is to administer all energy

efficiency programs in accordance with Public Benefits Fee HRS ch. 269, part VII
and Docket No. 2007-0323.

The PBF Administrator shall be a party to each utility's clean eneroy scenario

planning docket and a member of any and all advisory committees established by the
utility in the development of its CESP scenarios and CESP Action Plan. The PBFE

Administrator shall also participate in all public hearings and other sessions held in
furthierance of the utility's efforts in clean energv scenario planning,

3.0{1. __The Planning Context

&A. Major Steps

There are threefeus major steps in the clean energy scenario integrated-reseuree-planning
process: planning, programming, and implementation,-aid-evalaation.

L. Planmng is that process in whlch the utlllty s needs are 1dent1f1ed —(-he-ﬂt-ﬂﬂry

the assumptlons costs nsks and uncertamtles are clarlfied Locatlonal Value Maps
WMM%MMM%M}@
ahtorns o-mader-the-re a-op aFe es-and program choices are
subjccted to sccn'moseﬂsﬁ-wmf analyses to reflect a range of the possible energy-
r¢lated policy choices and risks facing the utility systems and citizens. The product
of this process is the utility’s CESP scenarios . integrated-reseuree-plan- The planning
horizon for the utility CESP m{egmted—mseﬂfee-plaas-ls 20 years. Unless otherwise

ordered by the Commissioneemsissien, the 20-year period begins January 1
following the completion of the-plan CESP.

#:2. Programming is that process by which the utility’s CESP scenarios are evaluated and
Programs or ¢clements from one or more scenarios foRg—range-resouree-progrm-plans
are scheduled for implementation over a five-year period. In this process, a
determination is made as to the order in which the selected program options are to be
implemented; the phases or steps in which each program is to be implemented; the
expected target group and the annual size of the target group or annual leve] of
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penetration of demand-side management programs; the expected annual supply-side
capacity additions_and the identification of the resource procurement method;

_transmlssmn—aﬁd-d*smbuﬂeﬁ system add1t10ns—$h&e*peeted-aﬂmml-leve}sref

es; and the annual

expend1tures—b§keest—e&tegef=§es—aﬁd-eest—elemeﬂfs- requ:red 